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GOVERNMENT RESPONSE TO THE 
THIRD REPORT OF THE STANDING COMMITTEE 
ON HUMAN RESOURCES DEVELOPMENT AND 
THE STATUS OF PERSONS WITH DISABILITIES 


BEYOND C-2: A REVIEW OF OTHER PROPOSALS 
TO REFORM EMPLOYMENT INSURANCE 


1. INTRODUCTION 


Employment Insurance (El) is a key element of Canada’s social safety net and has 
been for more than 60 years. Today, close to 14 million Canadians contribute to 
the program each year. Between April 1999 and March 2000, approximately 1.7 
million Canadians turned to El for about $9.4 billion in benefits. 


The vast majority of working Canadians can access El temporary income support 
should they lose their jobs through no fault of their own. El also offers benefits to 
Canadians who cannot work because they are sick or injured, recovering from 
childbirth, or because they need to stay home to care for newborn or newly 
adopted children. Through Part II of the program, El helps people get back to 
work through active employment provisions called Employment Benefits and 
Support Measures (EBSM). 


Over the years, the Employment Insurance program has changed in response to 
the evolution of Canada’s society and economy. It has changed to reflect 
experience and research evidence and it is designed to be responsive to changes 
in economic conditions. 


In 1996, the Government of Canada 
launched the most comprehensive 
reform of Canada’s system of support 


Some of the 
Major Elements of El Reform 


for unemployed workers in 25 years. Eligibility based on hours of work 

The Government wanted to: Coverage from first dollar earned 
Minimum divisor to encourage and 

e make the system fairer; reward extra work effort 

e reduce dependency; A Family Supplement for claimants 

e assist claimants in low-income from low-income families with children 


families with children: Premium refunds for those earning 
; less than $2,000 per year 
° reduce BARON costs; and New active re-employment measures 
e emphasize active measures to help in partnership with provinces and 
Canadians prepare for and get back territories 
to work. Enhanced penalties for fraud and 
abuse 


' EI data are for fiscal year 1999-2000, and are taken from the most recent (2000) EI Monitoring and Assessment Report. 


When the Government of Canada set these goals, it knew that it would be 
necessary to track the experience with El reform. For that reason, the 
Government asked the Canada Employment Insurance Commission to take on the 
task of undertaking a review of the program each year. The Commission is made 
up of representatives for employers, workers, and the Government. It prepares a 
Monitoring and Assessment Report that is tabled in Parliament each year so that 


all Canadians can understand the impact of El on individuals, communities and the 


economy. These reports provide a strong evidence-based foundation for the 
evaluation of the program. 


The Government of Canada knew that given the scope of the reform, it might need 
to fine-tune the program in order to address any unintended, or undesired, impacts 
of the changes. The ongoing monitoring and assessment of the program has 
contributed to some important adjustments. Using this evidence-based approach, 
the Government will continue to ensure that the program responds to changing 
labour market realities and the needs of Canadians. 


Some key changes since reform include: 


Introduction of the Small Weeks Adjustment Pilot project in 1997; 
Enhancement of maternity and parental benefits. These benefits have been 
extended from six months to a full year for parents of children, born or placed 
for adoption, on or after December 31, 2000; 

Passage of Bill C-2 in May 2001. Highlights of the legislation include: the 
elimination of the intensity rule, better targeting of the benefit repayment 
provision (clawback), adjustment of the re-entrant rule for re-entrant parents, 
and the extension of the monitoring and assessment process until 2006. 


During their hearings on Bill C-2, the Standing Committee on Human Resources 
Development and the Status of Persons with Disabilities heard from many 
witnesses who proposed changes to El that went beyond the scope of that bill. 
The Standing Committee decided to table a separate report in the House of 
Commons with some of the proposals that they heard. The Standing Committee 
made 17 recommendations, which can be grouped into six basic themes: 


EI Access and Coverage; 

Work-Family Balance; 

Supporting Canadians and Encouraging a Return to Work; 
Labour Force Development; 

Responsive, High-Quality Service; and 

A Sound Approach to Financing El. 


The Government of Canada would like to 


recognize the hard work and dedication of “Although all Committee members 
the Standing Committee and the valuable acknowledge the need to continue 
contribution that its report makes towards to fine-tune the program, most 

informing El policy development. In oppose a significant dismantling of 


preparing this Response, the Government the 1996 reforms.” 
acknowledges the Standing Committee’s 
conclusion that the core elements of the 
reform are working well: “Although all 
Committee members acknowledge the need to continue to fine-tune the program, 
most oppose a significant dismantling of the 1996 reforms.” (p. 5) In addition, the 
Government recognizes the fact that the Standing Committee generally 
recommended consideration, not implementation, of the recommendations in its 
report. The Government’s ongoing commitment to monitor and assess the El 
program was extended until 2006 in Bill C-2. This process ensures that El will 
continue to be reviewed and adjusted in view of experience and evidence to 
ensure that the program continues to meet the needs of all Canadians. 


Beyond Bill C-2, p. 5 


2. El ACCESS AND COVERAGE 
The Government of Canada is aware that 


Canadians who contribute to the El program Key Facts 

want to know that El benefits will be there About 14 million workers 

when they need them. The Government contribute to El 

also knows that El has to link work and $9.4 billion in El benefits paid to 


family circumstances to benefit eligibility in PURÉE TEEN FRE es 


appropriate and fiscally responsible ways. 


People receiving benefits with 


RUE income of $5,000 or less has 
These are the kinds of principles that the more than doubled 


Government has used when looking at 1/3 of employed Canadians in 
options to improve El since 1996. non-standard work (1998) 


In that same context, the Standing 
Committee made several recommendations on access to El and what the program 
covers. It asked that the Government consider: reducing entry requirements for 
people claiming special benefits and for new entrants and re-entrants; 
restructuring entry requirements to benefit seasonal workers; and developing a 
framework to improve coverage for people in self-employment. 

(Recommendations 1, 2, 8, 9 —- see Annex) 


These recommendations are similar to issues that the Government has considered 
in its own ongoing assessment of El. They reflect issues studied through the 
Monitoring and Assessment Reports and other research. 


El is available to the vast majority of Canadian workers 


The analysis to date indicates that El is fulfilling its primary objective of providing 
temporary income support to people who have lost their job and helping them 
return to work. 


In August 2001 there were approximately 12.5 million paid employees (Labour 
Force Survey). As an insurance program, it is fundamental that El be there for 
Canadians and their families when they need it. For this reason, HRDC carried 
out and supported research to determine how effectively El provides security to 
employed people. This study found that in December 1998, 88% of paid 
employees would have been eligible for regular benefits if they had lost their jobs 
at that point in time. In the recent labour market environment of increased job lay 
offs, this result is particularly important as it indicates that program coverage is 
extensive, and that El is there for Canadians when they need it. 


El is responsive to a changing economy and labour market 


The El program is specifically designed to respond rapidly to changes in local 
labour markets with entrance requirements easing and duration of benefits 
increasing as unemployment rates rise. The number of hours required to qualify 
for benefits is adjusted every four weeks in each El region to reflect local 
unemployment rates. When the economy is strong, the number of new El claims 
automatically decreases, just as the number of claims rises during a downturn. 
The responsiveness of the program to changing circumstances and needs is 
particularly significant in the context of the increased economic uncertainty of 
recent months. 


El treats workers equitably 


When the Government of Canada launched El reform, its goal was to build a 
stronger relationship between work effort and benefits received. Another goal was 
to make the system more equitable. Achievement of both goals was behind 
several of the 1996 changes that have proven successful. 


For example, El reform brought in coverage of insurable work from the first dollar 
earned. This change has translated into greatly improved coverage for low- 
income workers. The change to an hours-based system where every hour of work 
counts towards eligibility has also proven valuable. It ensures more equitable 
treatment of people with different work patterns and allows more people to qualify 
for benefits. An HRDC study using Canadian Out-of-Employment Panel (COEP) 
data indicates that eligibility has increased under El for multiple-job holders. 

Under the hours-based system these workers can consolidate their weekly hours 
when they need to make an El claim. 


Under the previous Unemployment Insurance (UI) system, individuals had to work 
at least 15 hours, or have earnings over a stated minimum in any particular week 
to be covered in that week. A week with 15 hours had the same value as a week 
of 50 hours. Individuals, including many part-time workers, whose jobs provided 
low weekly hours and earnings were not covered. 


Workers in seasonal industries also represent an important group for whom 
access and coverage has improved under the new system. COEP data also 
indicates that the hours-based system rewards the short-term intensive work 
patterns of seasonal workers. This is because many of these individuals, who 
work many hours over a short period of time, now have all of their hours of work 
recognized. 


Outcomes for youth are encouraging 


The Standing Committee raised the issue of access to El for new entrants to the 

labour force. In reality, most of those new entrants are young Canadians leaving 
school and entering the world of work, making them the focus of an important El 

change. People whose work records classify them as new entrants to the labour 
market need 910 hours to qualify for El. 


There was a sound policy reason for this 
ire ‘hy 2 NB SUTE ATES Boa IQ “For youth this element of the 
require higher levels of education, too many || program (new-entrant requirement) 
young people appeared to be leaving was working as expected. By 
school to take short-term jobs that led to an raising the number of hours it takes 
early dependence on UI benefits. The new for youth to qualify for regular 
entrant requirement sought to break that benefits, these provisions are 
dependency cycle. This policy objective is encouraging stronger labour force 
as valid now as it was in 1996. Inits report, |} @achment.” 

the Standing Committee notes that, 
“reforms in the 1990’s have had a positive 


2000 Monitoring and Assessment 
à : ; Report, Canada Employment Insurance 
impact on job duration and schooling Commission 


among individuals 18 to 29 years old in 
Atlantic Canada.” (p. 7). 


According to the ongoing monitoring of the program, the new entrant requirement 
has achieved results. Regular El claims by young people have dropped by 32% 
since reform. This drop is particularly significant in Ontario, Quebec and the 
Atlantic provinces where claims by youth dropped by 46%, 22% and 26% 
respectively. 


Young people are responding to the demands of a changing economy by choosing 
to get more education. They understand the projections that show an 
overwhelming proportion of new jobs will require post-secondary education. The 
Government believes in investing in young people so that they have the education 
and skills necessary for 21% century opportunities. 


This is why, in 1997-1998, total federal spending on youth exceeded $7.7 billion. 
Spending on employment programs made up a significant portion of this 
investment. In 2000-2001, more than $454 million was spent on Youth 
Employment Strategy initiatives including internships, summer jobs, community 
service projects, and labour market information. Supporting youth to gain 
education and skills is another key focus of spending. In 2000-2001, post- 
secondary education investments included approximately $293 million for the 
Canada Student Loans Program, $744 million for Canada Education Savings 
Grants, and $300 million for Millennium Scholarships. 


EI recognizes the need for extended absences to care for young 
children 


El includes provisions to improve access for parents who take an extended absence 
from the workforce to care for young children. To improve access to Part II active 
measures, such as Self-Employment Assistance, the look-back period is extended 
five years for re-entrant parents. Extending the look-back period recognizes the 
difficulty experienced by these parents in returning to the labour force. More 
recently, through Bill C-2, the re-entrant provision applied to access to regular 
benefits was adjusted along the same lines. Re-entrant parents who have received 
El maternity and parental benefits in the four years prior to the normal two-year 
“look-back” period can now access regular benefits with the same number of hours 
as other claimants in their region. This change ensures that parents are not 
penalized for taking time off work to care for their young children. 


Coverage for self-employed Canadians 


Coverage for self-employed and other Canadians in “non-standard” jobs has been a 
recurring El policy question. The basic tenets of El were designed when most 
Canadian workers were in “standard” jobs that were full-time, permanent, and 
involved a traditional employer-employee relationship. 


However, the labour market has changed. 
A third of employed Canadians have “non- “Obviously we'd be in favour of the 
standard” jobs. More Canadians than self-employed being included...” 
before have part-time, contractual or 
temporary work. The self-employed alone 
now make up 16% of the workforce. The 


Reg Anstey, Secretary Treasurer, Fish, 
Food and Allied Workers, Standing 
Committee hearings on Bill C-2, 


Government of Canada continues to study March 14, 2001 

the labour market realities and challenges 

faced by non-standard workers. *...for our industry the covering of 
people who are self-employed for 

El coverage for the self-employed through employment insurance may in fact 

regular benefits has always presented a policy {| open up a can of worms...” 

challenge. The self-employed have a greater 

degree of control over their employment than Phil Benson, Building and Construction 

salaried employees. This fact makes it difficult || 1r2des Department AFL-CIO, Standing 


: à i Committee hearings on Bill C-2, 
to identify when a self-employed person is February 22, bebe 


involuntarily unemployed, as opposed to when 
they have voluntarily stopped working. 
Addressing this “moral hazard” issue, as well as how to collect premiums and establish 
entry requirements, are examples of some of the policy design challenges. 


No less challenging is the diversity among the self-employed. They work in a variety of 
occupations and are concentrated at both extremes of the spectrum in terms of education 
and incomes. While some want access to El coverage, particularly for special benefits 
(matemity, parental, sickness), many oppose mandatory inclusion. The Standing 
Committee, and its witnesses, also demonstrated this divergence of views. 


The Government would welcome further study by the Standing Committee on support 
to the self-employed. Further exploration on the diversity of views and key issues such 
as mandatory versus voluntary coverage could be the focus of such a study. 
International experience and public and private sector models could also be 
considered. This study would complement the consideration of policy approaches to 
meeting the needs of Canadians in non-standard work arrangements, whether through 
El or other vehicles. 


3. WORK-FAMILY BALANCE 


Work-family balance is a growing challenge 
for Canadians. It demonstrably affects the 
health and performance of Canadian workers Extended maternity/parental 
and has social and economic costs. A oe eae FABLE 
recent Health Canada study estimated that El maternity/parental covers 85% 
employee absenteeism due to difficulties in of mothers with paid employment 
balancing work and family responsibilities Re-entrant parent changes should 
costs employers $2.7 billion a year. benefit 2,600 individuals each 
year (92% women). 


Key Facts 


The Government of Canada is committed to responding effectively to work-family 
balance issues. It knows that enabling Canadians to meet family needs without 
compromising their workforce participation contributes to a more productive 
economy and a stronger society in the long term. 


Some of the Standing Committee recommendations concern provisions within the 
program that relate to improved support for working Canadians with family 
responsibilities (e.g., the qualification requirement for special benefits). 


Improving support for work-family balance is a priority 


The Government has taken action on work-family issues. It has made it possible for 
an estimated 170,000 Canadians annually to receive maternity and parental benefits 
for up to a full year. This decision is already providing more Canadians with income 
support as they care for a child in the first year — a period when parents often feel 
most torn between their work and providing care for their children. 


In addition, the Government reduced the 


entrance requirement for these special “We surveyed our members on 
benefits from 700 to 600 hours to make it pregnancy and parental leave 
easier for parents to qualify. In practice, this || benefits. There was a strong belief 
means that part-time workers can now that if parents and their children can 
qualify for these benefits with as little as spend considerable time together to 
12 hours per week over a year. In fact, the poneiant asians hea 

SNe: relationship early in life, it is truly 
2000 Monitoring and Assessment Report pda tea he 
found that nearly 90% of special benefits 
claimants had more than 910 insurable Ms. Jeanette Arsenault, President of 
hours. the Greater Summerside Chamber of 

E ; Commerce, Standing Committee 

Currently, 85% of mothers with paid hearings on Bill C-2, March 20, 2001 


employment are covered by maternity and 
parental benefits (Statistics Canada, 1999). As with any such recent change, the 
Government will monitor and assess the experience with the improved access to 
maternity, parental and sickness benefits before considering any further changes. 


Bill C-2 was consistent with this priority 


Bill C-2 continued to build on support for working Canadians with families. The re- 
entrant provision was changed to recognize that parents, particularly women, re- 
entering the labour market are often people with a strong previous history of 
workforce attachment. Evidence shows that women enter and exit the labour 
market frequently due to their family responsibilities. 


The re-entrant provision is now more responsive to parents returning to the labour 
force following an extended absence to care for young children. Re-entrant 
parents who have received El maternity and parental benefits in the four years 


prior to the normal two-year “look back” period can access regular benefits with 
the same number of hours as other claimants in their region. 


Bill C-2 also adjusted the clawback provision so that Canadians claiming special 
benefits are now exempt from repayment of any of their benefits. Canadians use 
special benefits when they are too sick to work, recovering from childbirth, or when 
they stay at home to care for their newborn or newly adopted children. The clawback 
was introduced to discourage individuals with higher incomes from repeatedly 
collecting benefits. Parents caring for young children and people who are too sick to 
work, are clearly not dependent on El, and therefore should not be penalized. 


Further steps will be taken to build on existing supports 


The Government of Canada recognizes that 
working Canadians face other important “(The Government of Canada) will 
caregiving demands beyond a child’s first improve the support available to 
year and that more can be done to support sa hee and Bh ai Sat apes of 
them. Currently, only a minority of employers || (27 CSIs. No Canadian shou 
ides support for family-related leave. As DAS 0 COO se Ue Moe irae tag 
PrN ; their job and providing palliative 
a result many employees must be absent 


Ris care to a child. The Government 
from work, and in some situations even leave |! will take steps to enable parents to 


their jobs, in order to care for family provide care to a gravely ill child 
members. The need for support is particularly {|| without fear of sudden income or 
acute for parents caring for a gravelly ill child. {|| /ob loss.” 

In the 2001 Speech from the Throne the 

Government announced its commitment to Speech from the Throne, 


improve the support available to parents icin eh sae 


providing palliative care to a gravelly ill child. 


4. SUPPORTING CANADIANS AND ENCOURAGING 
A RETURN TO WORK 


The Government of Canada recognizes that 


the income support provided by Key Facts 
Employment Insurance is important to Average entitlement period about 
Canadians facing temporary the same before and after reform 
unemployment. This support has existed (32 weeks in 1999/00) 

; Claimants use about two-thirds of 
since 1940 when the program was created. entitlement before returning to 
At the same time, the Government work (21 weeks in 1999/00) 
understands from the policy research that a 1 in 5 claimants exhaust their 
comprehensive response to temporary benefits - down 14% since El 
unemployment also has to include . i Lin ner, 
rte to return to work as quickly as $307 a week in 1999/00, about 


7.9% higher than the average 
claimant 


ees | 


The Standing Committee made recommendations aimed at increasing benefit 
levels and the length of time that claimants can collect El. The Standing 
Committee recommended that consideration be given to extending the period of 
entitlement by five weeks for all claimants of regular benefits and perhaps 
extending it further for older workers. The Standing Committee also asked the 
Government to consider eliminating the divisor and legislating the small weeks 
pilot project or using only the highest earnings weeks over a 52-week period 
when calculating how much an individual should receive in El benefits. 
(Recommendations 3, 4, 5, 6) 


In its report, the Standing Committee recognizes the importance of achieving a 
balance between providing adequate income support, “while maintaining 
incentives for individuals to secure jobs and invest in skills required in the 
workplace.” (p. 6) 


The Government notes that the structure for determining the benefit rate for an El 
claimant and the maximum length of time for which benefits are payable under El 
were specifically designed to achieve this balance recognized by the Standing 
Committee. 


A primary goal of the changes introduced in 1996 was to create incentives for 
people to take all available work, incentives that were not as strong under the 
former Unemployment Insurance system. Evidence, presented in the following 
sections, suggests that this goal is being achieved, and where change has been 
needed, the Government has acted. 


EI rules promote workforce attachment 


The 1996 El reform introduced a “divisor rule” as part of calculating qualification 
for benefits. The divisor benefits people who work more than the minimum 
entrance requirement and it has been successful in encouraging people to work 
for longer periods. 


An ongoing HRDC study, using 

Canadian Out-of-Employment 

Panel (COEP) data, finds that Claimants qualifying with only the 
this increase in workforce minimum entrance requirement 
attachment was greatest in 
Atlantic Canada. The 2000 
Monitoring and Assessment 
Report confirms that about 98% 
of claimants across Canada 
worked at least two weeks more 
than the minimum required to 
qualify for El in their economic Ereshetorn HORS REe lo 
region. 


44. 


EI benefits meet the needs of unemployed workers 


Evidence indicates that the 
duration of benefits is long enough 
as the majority of claimants return % of entitlement used 
to work before they exhaust their 
benefits. In fact, most claimants 
use less than two-thirds of their 
entitlement and, even in high 
unemployment areas, claimants 
rarely use more than 70% of their 
entitlement. 


Only about one in five claimants Pre-Reform Post-Reform 
exhaust their benefits, a figure 

that is down 14% since the El 

program was reformed. In addition, an HRDC study using Canadian Out-of- 
Employment Panel (COEP) data found that the number of seasonal workers who 
exhausted their claim before the new “season” of work begins (“gappers”) declined 
from 37% prior to the 1996 reform to 29% in 1997. 


El responds to the income needs of families 


The current benefit rate structure is providing adequate support to meet the 
temporary income replacement needs of Canadians. According to the 2000 
Monitoring and Assessment Report, 88% of those who become unemployed do 
not experience a drop in household consumer spending a year later. In addition, 
El continues to provide substantial income support to frequent users of the 
program. The average weekly benefit received by frequent claimants, 80% of who 
are seasonal workers, was $307 — 7.9% higher than the average weekly benefit 
received by other claimants (with the exception of special benefit claimants). 


At the same time, the Government of Canada recognizes that some claimants may 
have a greater need for support, particularly those who must provide for their 
children during a period of unemployment. For this reason, the Government 
introduced the Family Supplement at the time of the 1996 reform. The Family 
Supplement provides additional assistance to claimants in low-income families 
with children. An eligible claimant can get a top up to their benefit rate up to a 
maximum of 80% of his or her insured earnings. In 1999-2000, approximately 
195,000 families with children benefited from the Supplement, or 11.4% of all 
claimants. 


mi oes 


EI will continue to strive for balance 
Ensuring that the program provides 


adequate income support while maintaining “I’m sure everyone here shares the 
work incentives is a continual process. same goal to ensure we make 
Labour market conditions can vary in some employment insurance...a system 


regions of the country and in some sectors that has minimal space for abuse 
of the economy. The program has already || 274 misuse, and provides all 
been adjusted to ensure that it best reflects ppt RER RAT OMEeN Tete 
current realities. 


get back to a job as quickly as 
possible.” 


Reel CREME MERE QUE He à Professor Marc Van Audenrode, Laval 
through Bill C-2 recognize the particular De date citée. 
challenges that some Canadian workers Hearings, February 28, 2001 

are facing. For example, the intensity rule 
was eliminated. That decision was based on evidence that the rule was not 
achieving the desired goal. In fact, the share of regular and fishing claims made 
by frequent claimants has remained relatively stable at around 40% since the 
period before reform. 


The benefit repayment or “clawbackK” provision was introduced in 1979 to 
discourage higher income claimants from repeatedly collecting benefits. It needed 
adjustment to reflect today’s realities and to be better targeted. First-time 
claimants are now exempted from benefit repayment since they are not repeat 
claimants, by definition. This exemption also extends to all those receiving special 
benefits. Parents who stay at home with their young children, or workers who are 
too sick to work, are not dependent on benefits and should not be penalized. 
Finally, to ensure that only higher income Canadians face repayment, a single net 
income threshold of $48,750 is now in place. 


The “Small Weeks” pilots have been a success 


The Small Weeks initiative is a notable example of the responsiveness of the 
Government in addressing work disincentives. Following reform it was discovered 
that some workers had an incentive to refuse work if it resulted in weeks with only 
low earnings, or "small weeks,” because of the negative impact it could have on 
future El benefits. In response the Government of Canada introduced the Small 
Weeks Adjustment pilot project to test ways of removing this disincentive. 


The Small Weeks Adjustment pilot project has been successful in encouraging 
people to take all available work. Evaluations indicated that project participants 
have worked two more weeks on average than they would have without it. As a 
result, participants received additional earnings from employment and higher El 
benefits. In total, approximately 138,000 claimants per year benefited from the 
project. Women and youth particularly benefited making up 59% and 18% of 
beneficiaries respectively. 


ices 


On September 22, 2001, a proposed regulation that would make the Small Weeks 
approach a permanent, national feature of El was pre-published in the Canada 
Gazette, for consultation purposes. The Government projects that, should the 
proposal be accepted, national implementation would result in about 82,000 more 
Canadians, especially young workers and women, becoming eligible for Small 
Weeks. This pre-publication is consistent with the Standing Committee 
recommendation that the Small Weeks calculation become a permanent feature of 
the program. 


The process for making Small Weeks a permanent and national feature of the 
program is well under way. The intention of the Government is to ensure a 
seamless transition in November 2001 towards national implementation for 
Canadians currently benefiting from the pilot project. 


Income support is not always the best solution 


The Standing Committee also considered Employment Insurance support for older 
workers. The evidence shows that while older workers are less likely than other 
workers to be unemployed, when they do lose their jobs, they are more than twice 
as likely as other workers to be unemployed a year later. 


Older workers often lack the formal education and literacy skills necessary to adapt 
to changes in the labour market. The Government's priority is to assist older 
workers in returning to work by improving their employability. 


Testing ways to address the needs of older workers is the goal of a series of pilot 
projects. Projects are already under way in Quebec, British Columbia, 
Newfoundland, Yukon and the Northwest Territories. The Government has invested 
$30 million over four years in this national initiative to assess approaches aimed at 
supporting these workers such as training, self-employment and counselling. These 
approaches are above and beyond the active labour market programs under Part II 
of El that older workers can presently use. 


The Government knows that many working Canadians have the skills and 
opportunities to return to work when they lose a job. For those people, finding a 
reasonable balance between income support and incentives to return to work is an 
appropriate policy priority. 


However, the Government also recognizes that some Canadians, including many 
older workers, face particular challenges. The first line of response in these cases 
has been to focus on active measures that enable Canadians to meet the needs of a 
knowledge-based economy. Bringing down the barriers to labour market participation 
is a priority for the Government, as described in detail in the next section. 


at 


5. LABOUR FORCE DEVELOPMENT 
Two of the Government of Canada’s key 


goals are creating jobs and stimulating Key Facts 
economic growth. Employment Insurance e Nearly 478,000 accessed EBSM 
reform has been a fundamental element in a in 2000/01 
larger and successful strategy to achieve - About 1 in 5 were 
these goals. former claimants 

e About $1.9 billion spent on EBSM 
El reform did more than reinforce the in 2000/01 7e 
importance of work. It launched a flexible, e About 225,000 participants 


returned to work in 2000/01 


partnership-based approach to supporting 
and enhancing the skills of Canadian 
workers. Fostering the development of skills and learning partnerships that engage 
all sectors of our society and economy is more important than ever. 


The Standing Committee clearly understands the importance of El support for 
skills development. For example, its report points out that the 1996 reforms 
helped strengthen incentives for workers to invest in training, especially among 
young people in regions that depend on seasonal work for many jobs. (p.19) The 
Standing Committee made recommendations concerning increased funding for 
training. It also asked the Government to consider eliminating the two-week 
waiting period for apprentices; making more funds available to employers for 
training; and legislating expenditure levels for training under Part Il of El. 
(Recommendations 10, 11) 


El invests in getting people back to work 


A key to El reform is the shift to a better balance between income support and 
investments that enable Canadians to build skills for lasting jobs. Part Il of the 
Employment Insurance Act authorizes the Government to support a range of 
Employment Benefits and Support Measures (EBSM) that help Canadians prepare 
for and obtain work. These measures include long-term interventions, such as Job 
Creation Partnerships, as well as short-term interventions, such as counselling 

and job search assistance. 


These interventions are reaching Canadians. In 2000/2001, 477,860 Canadians 
took part in EBSM or similar measures funded under the E/ Act. They benefited 

directly from the El investment of more than $1.9 billion in these services, as well 
as the El income benefits they received while taking part in them. 


El is funding partnerships that work for Canadians 


The story of El reform and skills is far more than the increased investments. It is 
the Government of Canada’s commitment to partnerships. El reform ushered in a 
transition from the old “one size fits all” approach to a new generation of 
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partnerships in which EBSM respond to local, provincial and territorial needs, and 
to the individual goals of the Canadians who need them. 


The starting point for partnerships is the Employment Insurance Act commitment 
that the Government of Canada will work with the provinces and territories in 
establishing Employment Benefits and Support Measures. Consistent with that 
commitment, the Government made an offer to provincial and territorial 
governments to take on responsibility for the design and delivery of EBSM in May 
1996. Labour Market Development Agreements (LMDAs) create a framework 
within which provinces and territories have the flexibility to tailor EBSM to meet the 
needs of local labour markets. 


e Alberta, New Brunswick, Manitoba, Quebec, Saskatchewan, the Northwest 
Territories and Nunavut took on full responsibility for the design and delivery of 
these benefits and measures. The Government of Canada transferred the staff 
and budgets for EBSM delivery to those governments. 

e Newfoundland and Labrador, Prince Edward Island, British Columbia and 
Yukon adopted co-management agreements with the Government of Canada. 
Both levels of government share responsibility for the planning, design and 
evaluation of EBSM. HRDC continues to deliver the measures through its 
service delivery network. 

e In Nova Scotia, the agreement closely resembles a co-management 
arrangement and is known as a strategic partnership. 

e In Ontario, HRDC continues to design, plan and deliver EBSM at present. 


According to the 2000 Monitoring and Assessment Report, results indicate that 
EBSM are effective in the short term and satisfaction levels with EBSM are 
relatively high. In general, indications are that the programs and services offered 
by different levels of government are flexible enough to meet local needs and 
complementary in their approaches. 


Participation in EBSM, and similar programs and services delivered by the 
provinces and territories, led to the employment or self-employment of 225,429 
Canadians in 2000-2001. Unpaid benefits, resulting from El claimants returning 
to work before the end of their benefit period following participation in EBSM, 
amounted to $739 million in 2000-2001. 


El includes provisions to improve access to EBSM for former claimants, which 
benefited nearly 80,000 Canadians in 2000-2001. These provisions extend the 
look-back period five years for re-entrant parents and three years for other types of 
former claimants. This longer look-back period for re-entrant parents recognizes 
extended absences from the labour force to care for young children and is in line 
with the Government’s commitment of providing support to families with children. 


_-16- 


El is investing for results 


The Government of Canada has also increased overall funding levels for El Part II 
programs by $800 million since 1996. Total funding is expected to reach 

$2.2 billion in 2001/2002. Moving forward, the Government will ensure that this 
investment continues to reflect labour market realities and that Canadians can 
continue to access these measures. 


Canada has to tackle obvious skills gaps 


The Standing Committee recognizes, “that having the right skills in today’s labour 
market is becoming increasingly important.” (p. 18) A variety of challenges point 
to the need for a comprehensive strategy to address Canada’s skill needs. 


For instance, it has been projected that Canada could be short almost a million 
skilled workers by 2020, primarily because of an ageing workforce. This shortage 
is already becoming acute in many skilled trades. Only one in three workers took 
part in formal training during the 1990s — a decline during a time when “lifelong 
learning” was increasingly being recognized as important. In addition, employers 
have been slow to respond to the increased need for training. Canada ranked 17 
out of 47 in a survey designed to assess whether employee training is a high 
priority in companies. The scale of the skills and learning challenges facing 
Canada today extends far beyond the reach of El Part Il alone. 


Looking ahead to partnerships and a skills and learning agenda 


In the 2001 Speech from the Throne, the 
Government of Canada made a 


“Canada will only realize its full 


commitment to invest in the skills of potential by investing aggressively 
Canadians. This commitment signalled the || in the skills and talents of its 
beginning of a national effort involving people. To succeed in the 
provinces, territories, and non- knowledge economy, Canada will 
governmental organizations, to ensure that |} need people with advanced skills 
all Canadians can achieve their full and entrepreneurial spirit. 
potential. Some Canadians face particular 
The Government is already supporting challenges in upgrading their skills 
activities that address the skill and learning [| 274 enhancing their education. The 
needs of many groups of people whose Goverment will take steps (0 make 
members are often not eligible for ease Room abcess Sills 
Employment Insurance-supported eErileaming. 

programs. For example, the major Speech from the Throne, 

initiatives under Canada’s Youth January 30, 2001 


Employment Strategy reached more than 
76,000 young people in 2000/2001. 


Te 


Aboriginal Human Resources Development Agreements enabled Aboriginal 
organizations to assist more than 35,000 Aboriginal people in a variety of ways 
during 2000/2001. 


An effective skills and learning agenda would ensure that these and other people 
at risk of being excluded from the labour market would gain more access to skills 
and to learning opportunities. The Government views work on skills as doing more 
than meeting important economic goals such as increasing the supply of skilled 
workers. It sees work on skills development as a critical component of a larger 
effort to ensure that all Canadians can participate fully in the knowledge-based 
society and economy. 


Building strong apprenticeship training in “In a broader context, though, we 
Canada is a key concern of the have to look at training, and skills 
Government of Canada. The Government and continuing education...we 
does have a base for action in this area. simply can't look at the system of 
Currently, the El program provides income employment insurance, on its own, 
support to approximately 30,000 as the solution to these long-term 
apprentices while they are in the classroom PNEU EN ie oe 

: M ee development. 
portion of their training each year. The 
Government also facilitates the Jason Myers, Senior Vice-President 
development of national standards in and Chief Economist, Canadian 
apprenticeable trades through the Manufacturers and Exporters, Standing 
Interprovincial Standards (or Red Seal) Pate elle els 


Bill C-2, March 1, 2001 


program. 


Human Resources Development Canada works closely with the provinces and 
territories in this area. For more than 40 years, the program has helped to bridge 
differences and find common ground on qualification recognition. As a result, 
thousands of tradespersons have been able to relocate to other parts of Canada 
without undergoing unnecessary and costly reassessments of their qualifications. 


The Government is examining the Committee’s recommendation with regard to the 
two-week waiting period for apprentices, along with other proposals to improve 
support for apprenticeship training, as part of its skills and learning agenda. 
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6. RESPONSIVE, HIGH-QUALITY SERVICE 
The Government of Canada recognizes the 


importance of high quality service to Key Facts 
Canadians. As Canadians interact with their 2.1 million new claims and 0.5 
governments, they form impressions of the million renewed claims each year 
effectiveness of the entire public sector. El automated telephone system 
They develop a sense of how the answers about 30 million calls 

§ : El telephone centres handle about 
government sees them, not just as clients of 7’ ion calls 
a program or people seeking information or Over 320 points of service 


services, but as citizens. About 70% of claimants file claims 


With that in mind, the Government has made Sparta SEE ee “ent 
improvements in service a major priority transactions 

through its commitments and through About 56% of claimants receive 
initiatives such as Government On-line. benefits via direct deposit 
These commitments have been matched by 
long-standing HRDC efforts to modernize services through the use of information 
technology and to make them more client-centred. 


The Standing Committee made several recommendations of its own that it 
believes might add to the quality of El-related service and address administrative 
issues. Recommendations were made concerning: fraud and abuse, setting El 
boundaries in the future, undeclared earnings, and the need to improve the overall 
quality of service to Canadians. (Recommendations 13, 14, 15, 16, 17) 


Canadians have an innovative El system 


There are many interactions between Canadians and the Human Resources 
Development Canada staff who deliver the Employment Insurance program. 
These interactions are a focus for client-centred automation and service 
improvements. For example, some 70% of claimants now use automated kiosks 
to file El claims. Canadians carried out 8.6 million El transactions in 2000-2001 
through the use of TELEDEC, a system that allows them to report earnings and 
work while on claim by telephone instead of by filling in and mailing “report cards.” 
Recognizing the importance of in-person service, HRDC has successfully 
introduced a new approach to client service whereby front-line staff has more 
authority to resolve client issues at the first point of contact. 


Improving the quality of El service is a priority 


Improving service is a priority for the Government of Canada and an El program 
commitment. At present, this involves a range of initiatives. 
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The quality management initiative is one 


area of focus. By providing training, advice, “the Committee supports HRDC’s 
and guidance as required, this initiative efforts to implement a more 

aims to reduce the number of errors made comprehensive quality improvement 
by claimants, employers, and HRDC staff. strategy, particularly in terms of 


identifying training priorities for 
staff.” 


HRDC is also intensifying its monitoring 
efforts to bring about the most accurate 
benefit payments to Canadians possible. Beyond Bill C-2, p.31 
Among other things, this has resulted in a 
training policy for all El program staff. The Government is prepared to share 

results from this work with the Standing Committee when they become available. 


In the current economic context in which more Canadians may turn to El for 
assistance, the Government will continue to make speed and quality of service a 
top El priority. 


Government On-line 


Human Resources Development Canada is supporting the Government of 
Canada’s objectives to have program and services available on-line. A 
centrepiece of these efforts is to develop and test an Internet-based El application 
and Record of Employment form. HRDC is also testing ways to respond to client 
inquiries over the Internet. In its 2000 Report on Plans and Priorities, HRDC 
committed to work toward providing effective and secure claimant and employer 
services to Canadians over the Internet by 2004. 


Making the El Act more accessible 


The Employment Insurance Act is regarded by the general public, unions, 
employers, advocacy groups and judges as a complex statute. As written now, it 
is not easy to understand. In response, the Government of Canada is supporting 
an effort (the Readability Project) to simplify and clarify the text of the Employment 
Insurance Act, without altering the policy content and intent of the legislation. 


The Employment Insurance Commissioners for Workers and Employers have 
launched an Advisory Group involving private sector partners to guide the process. 
The goal is to gain a broad consensus on the development of draft replacement 
legislation to be placed before Parliament. The Standing Committee may be 
interested in being consulted on this important project, and the Government would 
support that involvement. It is hoped that a successful revision of the E/ Act would 
be a prototype for future legislative drafting in Canada. 
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Preventing and responding to possible El fraud and abuse 


With El benefit payments expected to exceed $12.2 billion for 2001-2002, action to 
prevent, deter and detect abuse and fraud against the Employment Insurance 
program is a continuing HRDC priority. Consistent with other elements of the 
program, El investigation and control strategies have changed with time, with 
added emphasis on prevention and deterrence to match the continuing need to 
respond to cases of suspected fraud and abuse. 


Investigation and control work takes many forms. Some investigations arise from 
computerized data matches and through allegations of abuse from various 
sources, including anonymous tips. Prevention activities include group sessions in 
which claimants are informed of their rights, their obligations, and the services that 
can help them return to work. 


In this work, HRDC investigators adhere to a strict Code of Conduct. They are 
benefiting from national training programs such as Investigative Skills and 
Interviewing Techniques. Other specialized training has been developed recently 
on Social Insurance Number Abuse and Identity Fraud. 


Consistent with the Department’s overall commitment to citizen-centred work, 
HRDC is providing clear and complete information to Canadians on their rights to 
appeal decisions and processes. This work involves pamphlets, Web sites, and 
direct contact with people. 


HRDC’s efforts to control fraud and abuse are working. Prevention continues to 
be a focus of investigative activities as it reduces inappropriate payments and 
lessens the financial hardship for claimants. During 2000-2001, these activities 
resulted in total savings to the El Account of $553 million. In general terms, for 
every dollar spent on investigations, $9.23 is returned to the account through the 
recovery of overpayments and administrative penalties. | 


Still, HRDC believes that it can always do better. For example, action is under 
way to address the recommendations of the Auditor General for a stronger HRDC 
working relationship with the Canada Customs and Revenue Agency (CCRA). 
This work is the focus of a 14-point Joint Initiatives Plan. 


EI involves many complex administrative questions 


The day to day administration of the Employment Insurance Act involves many 
complex questions, some of which were considered by the Standing Committee. 
In particular, the Standing Committee has expressed concern that those employed 
in a family business may face more onerous administrative requirements than 
other claimants in order to access El. This issue arises because family member 
claimants must demonstrate that the conditions of their employment are the same 
as persons who have an employer-employee relationship, but who are not working 
in a family business. 
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In practice, most family member claimants can do this. Of the family businesses 
cases identified, more that 92% of the affected claimants are found to be entitled 
to El benefits. Only 24% of these cases are sent to CCRA for a ruling, while the 
other 76% are administered like any other claim. Of the cases sent to CCRA for 
rulings only 7% are ruled not insurable. 


Another issue raised by the Standing Committee concerned the treatment of 
individuals who are subpoenaed under the Employment Insurance Act or who 
successfully appeal decisions to the Tax Court of Canada. The approach to these 
cases used in the El system is consistent with administrative law across the 
Government of Canada. The proceedings of federal administrative tribunals do 
not allow for wider coverage of expenses and any change would have much 
broader implications than on El alone. 


The establishment of El economic regions is governed by 
concrete needs 


The Employment Insurance system recognizes that the impact of unemployment 
on an individual is affected by the overall employment situation for the area in 
which that person lives. To define areas effectively, the Government of Canada, 
sets and periodically revises “economic regions.” These may identify 
homogeneous labour markets, as is the case with larger metropolitan areas, or 
areas with broadly similar economic characteristics for which valid unemployment 
rates can be calculated. 


The new El economic regions announced in June 2000 reflect labour market 
realities — particularly changes in local labour market conditions. To respond to 
the concerns of some workers, the Government has taken steps to ensure that 
Canadians are given the time to adapt to these changes through a gradual phase- 
in of the new boundaries. 


The Government recognizes that open and transparent consultations on the 
revision of the El boundaries might improve acceptance of resulting changes, and 
would allow affected individuals and communities more time to adjust. The 
Government will look for ways to improve consultations surrounding future 
economic region boundary changes. 


The Government changed its treatment of undeclared earnings 


The Employment Insurance (El) legislation allows claimants collecting El to earn up 
to 25 per cent of their weekly benefits or $50, whichever is higher. This provision 
encourages people to work while on El, keep some attachment to the workforce, 
and maximize their opportunity to return to work full time. However, the Employment 
Insurance Act requires claimants to declare their earnings. If earnings are not 
declared properly then claimants may receive benefits to which they are not entitled. 
This means that at some point these benefits must be repaid. 
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As part of our ongoing commitment to ensuring administrative efficiency and 
fairness, it was determined that the provisions for undeclared earnings were not 
working as anticipated. Based on this evidence, and in response to the concerns 
of Canadians, the Government has acted. As of August 12, changes to the 
undeclared earnings rules came into effect, which are in line with the 
recommendation of the Standing Committee. This amendment, which repeals 
Regulation 15, changes the way undeclared earnings are calculated to make it 
easier for employers and fairer for claimants. 


7. ASOUND APPROACH TO FINANCING El 


A central element of the Employment Insurance program is the setting of a 
premium rate. This process has been the responsibility of the Canada 
Employment Insurance Commission. The Auditor General has suggested that the 
rate setting process is not clear enough, while the House of Commons Standing 
Committee on Finance recommended that it be revised. The Government 
responded by agreeing to launch a review of El premium rates. 


For its part, the Standing Committee asked to be included in that review and 
offered views about topics that are related to the financing of the program. The 
Standing Committee also recommended that the Government consider increasing 
the earnings threshold for an El premium refund and converting the premium 
refund to a yearly basic exemption. (Recommendations 7,12) 


EI premium rates have been on a downward trend 


2001 marks the seventh 
consecutive year of reduced El 


premiums. The premium rate EI Premium Rates 1994-2001 
for 2001 was reduced to $2.25 

per $100 of insurable earnings. $3.50 

This premium reduction will 

save individual workers up to $3.00 


$59 compared to the 2000 rate. 

It will save employers up to $83 $2.50 
for each employee. At $2.25, 
employers and employees will $2.00 
save about $6.4 billion in 2001 
compared to the 1994 premium 

rate of $3.07. 


1994 1995 1996 1997 1998 1999 2000 2001 
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Many Canadians benefit from a premium refund 


Under Employment Insurance, some low-income workers pay premiums but may 
find themselves without enough hours to qualify. To address this problem, El 
included a premium refund. Under these provisions employees earning less than 
$2,000 a year can get their premiums refunded. In 1998, nearly 839,000 
individuals received a refund and the total amount refunded was nearly $23 
million. About 58% of those receiving a refund were women and 45% were under 
25 years of age. 


Various formulations of the yearly basic exemption have been proposed over the 
years. A yearly basic exemption would mean that employees and employers 
would not pay premiums on some portion of earnings. The concept was 
considered when El was developed but first dollar coverage was favoured instead. 
Under this system every hour of work counts and differing work patterns are better 
recognized. There is a concern that exempting the first $2,000 or $3,000 of 
earnings would mean that these earnings and the hours of work they represent 
would not be insured. As a result, low-income workers would find it harder to 
qualify for El benefits and if they did access the program a significant part of their 
earnings would not be insured. 


Canadians can participate in the premium rate review process 


The Government of Canada has announced that the Department of Finance, with 
the Department of Human Resources Development, would undertake a review of 
how premium rates are set. The review process will provide Canadians with the 
opportunity to express their views. The Government's objective is to ensure 
reasonable stability in premium rates as well as security of benefits. To ensure 
predictability and stability in El premium rates, the Governor in Council will set the 
rates for 2002 and 2003. Any changes as a result of this review will precede the 
setting of the 2004 premium rate. 


8. CONCLUSION 


Canadians can count on Employment Insurance. It continues to be a pillar of 
Canada’s social safety net, as it has been for the last 60 years. Canadians turn to 
El during times of economic uncertainty. El is there for Canadians and adapts 
quickly to changes in the economy and the labour market. 


The significant reform that took effect in 1996 has been successful. Evidence 
shows that overall the decisions made at that time were sound. The reform 
achieved the desired objectives. At the same time, the Government has been 
alert to differences between what it intended to achieve and the actual 
experiences of Canadians. The Government has been prepared to adjust El to 
reflect changes in the labour market. It has responded to the needs of Canadians, 
particularly in the area of balancing work and family responsibilities. 
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Among other initiatives, this willingness to make changes has led to: 


reduced entrance requirements for maternity, parental and sickness benefits; 
the extension of maternity and parental benefits to a full year; 

the elimination of the intensity rule; 

improved targeting of the clawback provision; 

changed re-entrant rules for parents returning to the workforce; 

a repeal of the undeclared earnings rule; and 

a proposal to make the Small Weeks pilot project a permanent and national 
feature of the program. 


Even with these changes, the Government has been able to cut the premium rate 
from a high in 1994 of $3.07 for every $100 of insurable income to $2.25 in 2001. 
This has resulted in a total savings for Canadian employers and employees of 
$6.4 billion compared to the 1994 rate. 


At the same time, high quality service to Canadians has remained a key 
commitment. The balanced approach focuses on speed and accuracy of El 
payments, modernization of services, integration of information technology, and 
the prevention and response to abuse. These will continue to be major priorities. 


This evolution will continue so that El can continue to respond to the interests of 
Canadians effectively and in line with contemporary priorities. As recently as the 
2001 Speech from the Throne, the Government indicated that it would increase 
the support available to parents in times of family crisis. It pledged to address the 
need of parents to care for a gravely ill child without fear of sudden income or job 
loss. The Government has also extended the monitoring and assessment process 
by five years so that adjustments can be made when needed based on evidence. 
This process will ensure the continued responsiveness and relevancy of the 
program. 


These and other steps forward will not be taken as single, independent choices. 
They will be assessed for their impacts in the larger context of continuing El 
reform. They will be analyzed for their contribution to a balance between mutually 
reinforcing objectives: 


e getting the work incentives right; 

e responding to the evolving needs of Canadian workers, AMEN with 
respect to work/family balance supports; 

e supporting the development of a skilled labour force; and 

e respecting the goals and integrity of the program as a whole. 


Of course, the Government will continue to ground its approach to El issues in the 
understanding that true income security for Canadians starts with a job. The 
Government of Canada is committed to helping Canadians equip themselves with 
the skills and learning that will allow them to participate and succeed in the 
knowledge-based economy. 
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ANNEX: COMMITTEE RECOMMENDATIONS 


Recommendation 1: 
The Committee recommends that: 


e The Government consider reducing the qualification requirement for new 
entrants and re-entrants from its current level of 910 hours to 700 hours. This 
would establish a qualification requirement based on a 35-hour week that is 
equal to the 20-week requirement that applied to this group prior to the El 
reform. 

e The Government consider restructuring the 420 to 700 hours qualification 
requirement to better reflect the unemployment problems experienced by 
seasonal workers. 

e The Government consider further reducing the qualification requirement for 
special benefits. 


Recommendation 2: 


The Committee recommends that the Government consider amending the 
Employment Insurance Act so as to adopt a new definition of a new entrant and 
re-entrant that excludes individuals who can demonstrate a long attachment to the 
labour force. The new definition should also exclude those who receive at least 
one week of sickness benefits in the four-year period preceding the current two- 
year look-back period. 


Recommendation 3: 


The Committee recommends that the Government consider readjusting Schedule | 
of the Employment Insurance Act so as to provide a maximum benefit entitlement 
of 50 weeks like that afforded combined maternity/parental benefits. Compared to 
the existing Schedule 1, consideration should be given to augmenting benefit 
entitlement beyond the minimum hourly qualification requirement so as to provide 
an additional incentive to work for a longer period of time than the minimum 
number of hours required to qualify for benefits. The new Schedule 1 should 
provide no more than a maximum increase of five additional weeks of benefits for 
any given combination of hours of insurable employment and regional 
unemployment rates. In addition, Schedule 1 should be reconfigured, to the 
greatest extent possible, to ameliorate the “gapper” problem. 
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Recommendation 4: 


The Committee recommends that Human Resources Development Canada study 
the feasibility of providing a longer benefit period for older displaced workers who 

lack the skills to find new employment and for whom an investment in new skills is 
uneconomic. 


Recommendation 5: 
The Committee recommends that: 


e The Government review and consider the possibility of eliminating the current 
divisor. We feel that there is an incentive to work extra hours by providing a 
longer benefit period to those who work beyond the minimum hourly 
qualification requirement and this incentive would be strengthened if the 
Government were to restructure Schedule 1 of the Employment Insurance Act 
as discussed above. 

e The Government consider formally legislating the current treatment of “low 
earning weeks.” 


Recommendation 6: 


The Committee recommends that the Government consider adopting the 
qualifying period as the new period over which earnings are averaged. Only the 
highest earning weeks should be included and these earnings should be averaged 
over a number of weeks equal to the weekly equivalent (based on a 35-hour week) 
of the applicable minimum hourly qualification requirement. 


Recommendation 7: 


The Committee recommends that the Government consider increasing the current 
earnings threshold for an El premium refund to $3,000 as well as consider 
converting this refund to a yearly basic premium exemption. 


Recommendation 8: 


In view of the growing incidence of self-employment in the Canadian labour 
market, the Committee recommends that the Government consider developing a 
framework for extending El coverage, both in terms of regular and special benefits, 
to self-employed workers. 
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Recommendation 9: 


The Committee recommends that the Government consider extending better El 
coverage to workers employed in both paid and self-employment. In the event 
that the Government does not extend coverage to self-employed workers, a 
premium refund should be provided to those who work in insurable employment 
but are unable to establish a claim because they are also self-employed. 


Recommendation 10: 


The Committee recommends that: 


The Government consider making more training funds available to help 
employers experiencing serious difficulties finding adequately skilled workers to 
replace those receiving maternity/parental benefits. 

The Government consider offering a premium refund to employers as an 
incentive to provide incremental training to workers. Expenditures on this 
initiative should not be included in the expenditure limit referred to in section 78 
of the Employment Insurance Act. 

The Government consider amending section 78 of the Employment Insurance 
Act to require that 0.8% of estimated total insurable earnings be allocated each 
year to Part Il Employment Benefits and Support Measures. 

The Government consider amending section 58 of the Employment Insurance 
Act to expand access to Part II training and other Employment Benefits and 
Support Measures by applying a five-year look-back period to all individuals, 
irrespective of the type of El benefits received during this period. 


Recommendation 11: 


The Committee recommends that the two-week waiting period must be eliminated 
for those engaged in approved training. 


Recommendation 12: 


We recommend that the Committee be included in the upcoming review of the 
premium rate-setting process and that this process include: 


A discussion of the impact of financing El on premium payers and the 
economy. 

A discussion of whether or not the Government should amend the Employment 
Insurance Act so as to quantify the size of a real El reserve that would be 
required to meet the premium rate-setting objectives contained in the current 
law. 

A discussion of whether or not employer-employee premiums should be 
equalized. 

A discussion of whether or not employers should receive a premium refund on 
premiums refunded to workers. 
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A discussion of whether or not maximum yearly insurable earnings should be 
increased to $41,500 and indexed thereafter. 


Recommendation 13: 


The Committee recommends that: 


In its review of El economic regions, the Canada Employment Insurance 
Commission should, to the greatest extent possible, distinguish between labour 
markets in a given locality. 

The consultations conducted by the Canada Employment Insurance 
Commission in its review of El economic regions become more open and 
transparent. 

Any future transitional measures that are adopted regarding the 
implementation of El economic regions be applied so as to provide equal 
treatment for all claimants, even if it means the retroactive application of 
transition rules. 


Recommendation 14: 


The Committee recommends that: 


Immediate steps be taken to implement the Auditor General’s recommendation 
that both the CCRA and HRDC update and implement an effective action plan 
that adequately deals with suspected El fraud and abuse. In addition, the 
Government should consider amending the Employment Insurance Act to 
make clearer how insurability rulings are to be made and how appeals related 
to these rulings are to be decided. 

HRDC El investigators always employ respectful and ethical behaviour while 
conducting their investigations. 

The Government consider amending section 104 of the Employment Insurance 
Act so that anyone who is subpoenaed or who wins their appeal to the Tax 
Court of Canada be reimbursed by the federal government for such expenses 
as travel, meals and loss of earnings. 

The Government consider revisiting section 30 of the Employment Insurance 
Act so as to impose a less severe penalty, in certain circumstances, on those 
who leave employment voluntarily and who are unable to establish “just 
cause.” 


Recommendation 15: 


The Committee recommends that the Government amend subsection 5(3) (and if 
necessary, section 5(2)(i)) of the Employment Insurance Act with a view to remove 
the presumption of guilt if an employer and an employee are related. 
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Recommendation 16: 


The Committee recommends that the Government return to the pre-1996 
treatment of allocating undeclared earnings to weeks by repealing section 19(3) of 
the Employment Insurance Act and section 15(4) of the Employment Insurance 
Regulations. 


Recommendation 17: 


The Committee recommends that HRDC improve its service to Canadians, 
especially in terms of providing more timely, accurate and client-friendly El 
services. 
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